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money for debt satisfaction by internal 
administrative offset, and the agency’s 
determination to pursue collection by 
internal administrative offset, shall re-
lease the agency from the necessity of 
further compliance with paragraphs 
(a), (b), and (c) of this section. 

(g) Prior to referring a debt for liti-
gation under 31 CFR part 904, agencies 
shall advise each debtor determined to 
be liable for the debt that, unless the 
debt can be collected administratively, 
litigation may be initiated. This notifi-
cation shall comply with Executive 
Order 12988 (3 CFR, 1996 Comp., pp. 157– 
163) and may be given as part of a de-
mand letter under paragraph (b) of this 
section or in a separate document. 
Litigation counsel for the government 
shall be advised that this notice has 
been given. 

(h) When an agency learns that a 
bankruptcy petition has been filed with 
respect to a debtor, before proceeding 
with further collection action, the 
agency shall immediately seek legal 
advice from OGC concerning the im-
pact of the Bankruptcy Code on any 
pending or contemplated collection ac-
tivities. Unless the agency is advised 
that the automatic stay imposed at the 
time of filing pursuant to 11 U.S.C. 362 
has been lifted or is no longer in effect, 
in most cases collection activity 
against the debtor must stop imme-
diately. The agency should take the 
following steps: 

(1) After seeking legal advice, a proof 
of claim must be filed in most cases 
with the bankruptcy court or the 
Trustee. Agencies shall refer to the 
provisions of 11 U.S.C. 106 relating to 
the consequences on sovereign immu-
nity of filing a proof of claim. 

(2) If the agency is a secured creditor, 
it may seek relief from the automatic 
stay regarding its security, subject to 
the provisions and requirements of 11 
U.S.C. 362. 

(3) Offset is stayed in most cases by 
the automatic stay. However, agencies 
may seek legal advice from OGC to de-
termine whether their payments to the 
debtor and payments of other agencies 
available for offset may be frozen by 
the agency until relief from the auto-
matic stay can be obtained from the 
bankruptcy court. Agencies also may 

seek legal advice from OGC to deter-
mine whether recoupment is available. 

§ 3.12 Reporting of consumer debts. 
(a) Notice. In demand letters to debt-

ors sent in accordance with § 3.11, agen-
cies shall inform debtors: 

(1) The intent of the agency to report 
the delinquent consumer debt to credit 
reporting agencies after 60 days; 

(2) The specific information to be 
transmitted (i.e., name, address, and 
taxpayer identification number, infor-
mation about the debt); 

(3) The actions which may be taken 
by the debtor to prevent the reporting 
(i.e., repayment in full or a repayment 
agreement); and 

(4) The rights of the debtor to seek 
review of the existence of the debt in 
accordance with subpart F. 

(b) Disclosure. Disclosure of delin-
quent consumer debts must be con-
sistent with the requirements of 31 
U.S.C. 3711(e), the Privacy Act of 1974 (5 
U.S.C. 552a), the Bankruptcy Code, and 
31 CFR 901.4. 

(c) Non-duplication of hearings. When 
an agency has given a debtor any of the 
notices required by this part and an op-
portunity for administrative review 
under subpart F, the agency need not 
duplicate such notice and review oppor-
tunities before reporting the delin-
quent debt to credit bureaus. 

(d) Stay of disclosure. Agencies shall 
not disclose a delinquent debt to a 
credit reporting agency if a debtor re-
quests review under subpart F until a 
final determination is made by a re-
viewing official that upholds the agen-
cy intent to disclose. 

(e) Commercial debt. The requirement 
of this section does not apply to com-
mercial debts, although agencies 
should report commercial debts to 
commercial credit bureaus. 

§ 3.13 Contracting with private collec-
tion contractors and with entities 
that locate and recover unclaimed 
assets. [Reserved] 

§ 3.14 Suspension or revocation of eli-
gibility for loans and loan guaran-
tees, licenses, permits, or privileges. 

(a) Agencies are not permitted to ex-
tend financial assistance in the form of 
a loan, loan guarantee, or loan insur-
ance to any person delinquent on a 
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